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SUBJECT: IBRD/IMF DEVELOPMENT COMMITTEE DISCUSSION OF 

THE DEBT ISSUE. 

1 . THE ISSUE OF HOW TO DEAL WITH DEVELOPING COUNTRY DEBT 
HAS BEEN A CONTENTIOUS ONE OVER THE PAST COUPLE OF YEARS. 

IT WAS ONE OF THE MAJOR ISSUES AT BOTH UNCTAD IV AND CIEC 
BUT THERE WAS NO MEETING OF THE MINDS BETWEEN THE DEVELOPED 
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AND DEVELOPING COUNTRY PARTICIPANTS. WE BELIEVE IT IS IN 
THE INTERESTS OF BOTH DEVELOPED AND DEVELOPING COUNTRIES TO 
SEE THIS ISSUE DEALT WITH IN A CONSTRUCTIVE NON-CONFRONTA- 
TIONAL FASHION AND TO DEVISE APPROACHES WHICH PROVIDE CON- 
CRETE SOLUTIONS TO LEGITIMATE PROBLEMS. 

2. WE WOULD LIKE TO SEE THE BANK/FUND DEVELOPMENT 
COMMITTEE AGREE AT ITS SEPTEMBER 25 MEETING TO CONDUCT A 
SERIOUS STUDY OF THE DEBT ISSUE. WE THINK THE LIMITED 
SIZE OF THE COMMITTEE, THE COMPOSITION OF ITS MEMBERS AND 
ITS CLOSE LINK WITH BANK AND FUND STAFF MAKE IT A LOGICAL 
FORUM TO PURSUE THE DEBT ISSUE. WE WOULD LIKE TO REACH 
AGREEMENT AT THE SEPTEMBER 15 MEETING OF THE DEVELOPMENT 
COMMITTEE DEPUTIES GROUP IN PARIS ON THE FUTURE WORK PRO- 
GRAM OF THE COMMITTEE ON DEBT ISSUE. 

3. SPECIFICALLY WE WOULD LIKE TO SEE THE COMMITTEE FOCUS 
ON REAL DEBT AND EXTERNAL FINANCE QUESTIONS. IN CONTRAST 
TO UNCTAD'S FOCUS ON GENERAL DEBT RESCHEDULING AND DEBT AS 
A RESOURCE TRANSFER MECHANISM. 

WE SUGGEST THE FOLLOWING THREE AREAS: 

- DEBT MANAGEMENT, SETTING FORTH DEBTOR AND CREDITOR 
COUNTRY'S RESPONSIBILITIES. FOR EXAMPLE, CREDITOR 
COUNTRIES MIGHT ACKNOWLEDGE A RESPONSIBILITY TO CONSIDER 
WHETHER THE MAGNITUDE AND TERMS OF DEBT OFFERED TO A 
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DEVELOPING COUNTRY ARE CONSISTENT WITH ITS ABILITY TO PAY 
AND INDICATE A WILLINGNESS TO OFFER APPROPRIATE TECHNICAL 
ADVICE ON WAYS TO IMPLEMENT GOOD DEBT MANAGEMENT TECH- 
NIQUES. DEBTOR COUNTRIES MIGHT ACKNOWLEDGE A RESPONSIBIL- 
ITY TO MAINTAIN AND PROVIDE UP-TO-DATE DATA ON THEIR 
EXTERNAL POSITION (INCLUDING DEBT), TO USE EXTERNAL RE- 
SOURCES EFFICIENTLY, AND TO RESTRICT BORROWING WHEN THE 
SITUATION SUGGESTS NEED FOR RESTRAINT. 

- WAYS OF DEALING WITH A COUNTRY'S EXTERNAL FINANCIAL 
DIFFICULTIES BEFORE THE SITUATION REACHES A CRISIS STAGE. 

THE WORK EMBODIED IN THE US/EC PAPER SUBMITTED TO THE CIEC 
DEVELOPMENT COMMISSION SHOULD SERVE AS A POINT OF RE- 
FERENCE IN THE COMMITTEE'S WORK, WHICH WOULD EMPHASIZE THE 
RESPONSIBILITY OF GOVERNMENTS TO RECOGNIZE AND TAKE 
CORRECTIVE MEASURES AT AN EARLY STAGE. THIS IS OF COURSE 
CLOSELY RELATED TO GOOD DEBT MANAGEMENT. 

- "FEATURES TO GUIDE CREDITOR CLUB OPERATIONS", WHICH IS 
ONE ASPECT OF THE US/EC PAPER SUBMITTED TO CIEC. THE 
UNCTAD HAS BEEN ASKED UNDER UNCTAD RESOLUTION 94 (IV) TO 
REVIEW WORK ON FEATURES AT A TDB MINISTERIAL MEETING, 
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TENTATIVELY SET FOR JANUARY 1978. THE DEVELOPMENT 
COMMITTEE MIGHT USEFULLY PURSUE THIS ISSUE THIS FALL. ANY 
ACTION BY THE DEVELOPMENT COMMITTEE COULD OF COURSE BE 
NOTED AT NEXT JANUARY'S TDB MINISTERIAL. 

- WE WOULD ENVISAGE THE DEVELOPMENT COMMITTEE AT ITS 
SEPTEMBER 25 MEETING AUTHORIZING A WORKING GROUP TO STUDY 
THE ISSUE ALONG THESE LINES. 

4. WE RECOGNIZE THAT SOME COUNTRIES HAVE EXPRESSED THE 
CONCERN THAT INTERJECTING THE DEBT ISSUE INTO THE 
DEVELOPMENT COMMITTEE WOULD ONLY SERVE TO POLITICIZE WHAT 
HAS HERETOFORE BEEN A BODY RELATIVELY FREE OF ACRIMONIOUS 
DISCUSSION. WE CONCEDE THERE IS THIS RISK. BUT BELIEVE 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 04 STATE 208976 

THE RISK IS WORTH TAKING IF WE ARE ABLE TO GET THE ISSUE 
ADDRESSED IN A PRAGMATIC AND CONSTRUCTIVE FASHION. 

5. ACTION ADDRESSES SHOULD CONVEY ABOVE VIEWS TO HOST 
GOVERNMENT OFFICIALS AND REPORT REACTIONS. CHRISTOPHER 
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